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I n  t h i s  s t u d y  w e  p r o p o s e  t h a t  t h e  p o s t - p e r f o r m a n c e  o f  I P O s  i n  t h e  N i g e r i a n  b a n k i n g  s e c t o r  i s  a  
f u n c t i o n  o f  p r e - I P O  f a c t o r s  c o m m o n  i n  l i t e r a t u r e  - t h a t  i s ,  a g e ,  s i z e  a n d  p r e - t a x  p r o f i t . .  I n  s u p p o r t  o f  
t h i s  p r o p o s i t i o n ,  w e  p r o v i d e  e m p i r i c a l  e v i d e n c e  t h r o u g h  t h e  O L S  e s t i m a t e s  o f  t h e  r e l a t i o n s h i p  
b e t w e e n  t h e  p o s t  s h a r e  p r i c e  p e r f o r m a n c e  o f  t h e  b a n k  a f t e r  t h e  I P O  a n d  P r e - I P O  f a c t o r s .  T h e  a n a l y s i s  
s h o w s  t h a t  a l t h o u g h  t h e  f a c t o r s  a s  a  w h o l e  e x p l a i n  6 0 %  o f  t h e  v a r i a t i o n  i n  p e r f o r m a n c e ,  n o n e  c o u l d  b e  
u s e d  f o r  p r e d i c t i n g  a s  t h e y  w e r e  a l l  s u r p r i s i n g l y  n o t  s i g n i f i c a n t .  T h i s  i s  i n c o n s i s t e n t  w i t h  t h e  a c c e p t e d  
p o s i t i o n  i n  l i t e r a t u r e ,  i n d i c a t i n g  t h e r e f o r e  t h a t  t h e r e  m u s t  b e  o t h e r  i m p o r t a n t  v a r i a b l e s  f o r  t h e  N i g e r i a n  
b a n k i n g  s e c t o r .  F u r t h e r  r e s e a r c h  i s  r e c o m m e n d e d  t o  i n v e s t i g a t e  o t h e r  v a r i a b l e s  i n c l u d i n g  h e r d  i n s t i n c t  
a n d  p a u c i t y  o f  s e c u r i t i e s  i n  t h e  c a p i t a l  m a r k e t .  
I n t r o d u c t i o n  
.  
N i g e r i a n  b a n k s  m o s t  c o m m o n l y  h a v e  t h e  
t r a d i t i o n  o f  g o i n g  p u b l i c  v i a  i n i t i a l  p u b l i c  
o f f e r i n g  ( I P O ) .  T h e  N i g e r i a n  b a n k i n g  s e c t o r  
h a d  w i t n e s s e d  s o m e  I P O s  i n  t h e  p a s t ;  
p r o m i n e n t  a m o n g  s u c h  o f f e r s  w e r e  t h o s e  o f  
U n i o n  B a n k  o f  N i g e r i a  P i c .  ( L i s t e d  1 9 7 0 ) ,  
F i r s t  B a n k  o f  N i g e r i a  P i c  ( l i s t e d  1 9 7 1  ) ,  a n d  
U n i t e d  B a n k  o f  A f r i c a  ( l i s t e d  1 9 7 1 ) .  M o s t  
r e c e n t  I P O s  w e r e  m a d e  b y  •  O c e a n i c  B a n k  
I n t e r n a t i o n a l  P i c  ( L i s t e d  2 0 0 4 ) ,  Z e n i t h  B a n k  
P i c  ( L i s t e d  2 0 0 5 )  a m o n g s t  o t h e r s  ( N S E  F a c t  
b o o k ,  2 0 0 5 ) .  T h e  2 0 0 4  a n d  2 0 0 5  s p a t e  o f  I P O  
i s s u e s  w e r e  p o l i c y  i n d u c e d .  T h a t  i s ,  t h e y  w e r e  
m a i n l y  u s e d  b y  b a n k s  a s  w a y s  o f  m e e t i n g  u p  
w i t h  t h e  N 2 5  b i l l i o n  n e w  c a p i t a l  l e v e l  
s p e c i f i e d  b y  t h e  c e n t r a l  m o n e t a r y  a u t h o r i t y  f o r  
t h e .  b a n k i n g  s e c t o r  i n  t h e  N i g e r i a n  f i n a n c i a l  
'  
s y s t e m .  
I P O s  a r e  u s u a l l y  l i n k e d  w i t h  h i g h  i n i t i a l  
r e t u r n s  a n d  l o n g - r u n  l o s s  ( R i t t e r ,  1 9 9 1 ) .  
C o n s i d e r a b l e  w o r k  h a v e  b e e n  d o n e  o n  s h o r t -
r u n  u n d e r - p r i c i n g  a n d  l a t e l y  l o n g - r u n  
p e r f o r m a n c e  o f  I P O s  a c r o s s  d i f f e r e n t  
e c o n o m i e s .  T h e  l o n g - r u n  p e r i o d  i s  t y p i c a l l y  
d e f i n e d  t o  b e  i n  t h e  r e g i o n  o f  t h r e e  y e a r s  
( K h u r s h e d ,  M u d a m b i  a n d  G o e r g e n ,  1 9 9 9 ) .  
I n  t h i s  s t u d y  i t  i s  p r o p o s e d  t h a t ,  " t h e  l o n g - r u n  
p e r f o r m a n c e  o f  I P O s  i n  t h e  N i g e r i a n  b a n k i n g  
s e c t o r  i s  a  f u n c t i o n  o f  p r e - I P O  f a c t o r s " .  
H o w e v e r ,  o f  i m m e d i a t e  i m p o r t a n c e  t o  t h i s  
p a p e r  i s  t h e  n e e d  t o  c o n f i r m  i f  t h e  p r e - I P O  
f a c t o r s  i d e n t i f i e d  i n  t h i s  s t u d y  a s  d e t e r m i n a n t s  
o f  p o s t  I P O  p e r f o r m a n c e  h o l d .  
T h e  p r e - I P O  f a c t o r s  i n c l u d e :  t h e  a g e ,  s i z e ,  a n d  
p r e - t a x  p r o f i t  ( o r  l o s s e s )  o f  t h e  i s s u i n g  b a n k .  
T h e  a g e  i s  t o  b e  t a k e n  a s  t h e  d i f f e r e n c e  
b e t w e e n  t h e  d a t e  o f  i n c o r p o r a t i o n  a n d  d a t e  o f  
l i s t i n g  o f  t h e  s e c u r i t y  o n  t h e  N i g e r i a  S t o c k  
E x c h a n g e  ( N S E ) ;  t h e  s i z e  i s  t h e  n e t  a s s e t s  o f  
t h e  b a n k  i n  t h e  y e a r  b e f o r e  t h e  l i s t i n g ,  w h i l e  
t h e  p r e - t a x  p r o f i t  ( o r  l o s s e s )  i s  t h e  a v e r a g e  p r e -
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tax profit (or losses) for the last three years 
before the listing. Therefore, the choice of the 
topic "IPOs long-run performance in the 
Nigerian banking sector" was necessitated by 
The questions, which we need to answer, are: 
1. Is there a relationship between the size 
of a bank at the time of its going 
public and its share price performance 
after the IPO? 
2. Is there a direct relationship between 
the age of a bank and the performance 
of its shares after the IPO? 
3. Is there a direct relationship between 
the level of pre-tax profit (or losses) of 
a bank before its listing and its 
performance after the IPO? 
Review of Related Literature 
with availability of data, regression is 
run to verify how each of the aforementioned 
variables impact on the performance of IPO 
using statistical analysis software. 
Going Public: the Experience in the Nigerian 
Banking Sector 
The banking sector reforms have been the 
major driver of capital market development in 
Nigeria within the last few years. This period 
recorded a high number of banks making IPOs 
to meet the new requirements. The banking 
sector contributed about 84% (N86.0lbillion) 
of the total value of new issues that were 
floated during the period. Many of these later 
issues were very successful and were highly 
the need to provide empirical evidence in 
support of the proposition that 'IPO long-run 
performance in the Nigerian banking sector is 
a function of pre-IPO factors. 
' Establishing the performance of IPO poses no 
problem as it involves the estimation of the 
impact of the performance of IPO on some 
notable variables that affect such performance. 
Chief among these variables are; 
the age of the bank; 
the size of the bank; 
the pre-tax-profit(losses) of the firm 
before the listing; and 
the degree of the multinationality and 
diversity of products among other 
variables. 
Such estimation involves specifying a 
model for the relationship and 
over subscribed and had a high initial market 
performance (see SEC Quarterly, 2004). 
The IPO market in Nigeria has been seen as a 
difficult market to predict by any rational 
investor and corporate issuer. Over the years, 
the inability to accurately predict the 
performance of the ordinary shares of a 
company listed on the NSE has discouraged 
some companies from listing their shares in 
the market. For instance, the Guaranty Trust 
Bank (GTB) Pic made its debut in the market, 
that it was a company to watch ou"t for. But no 
sooner than it was listed than the share price 
started to fall. Within two weeks of listing, the 
share price of GTB appreciated from NIO to 
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N i 4  b e f o r e  i t  s t a r t e d  t o  d r o p .  T h e  s h a r e  p r i c e  
e v e n t u a l l y  f e l l  t o  l e s s  t h a n  N 3 . 0 0  b e f o r e  
s t a r t i n g  t o  a p p r e c i a t e  a g a i n .  T h e  s a m e  f a t e  h a s  
a f f e c t e d  I n t e r c o n t i n e n t a l  B a n k  P l c  a n d  
S t a n d a r d  T r u s t  B a n k  t h a t  w e r e  l i s t e d  a f t e r  t h e i r  
I P O  ( s e e  S E C  Q u a r t e r l y ,  2 0 0 4 ) .  
S o m e  o f  t h e  p r e v i o u s  s t u d i e s  o n  t h e  l o n g - r u n  
p e r f o r m a n c e  o f  U K  I P O s  s u c h  a s  L e v i s  ( 1 9 9 3 )  
a n d  E s p e n l a u b ,  G r e g o r y  a n d  T o n k s  ( 1 9 9 8 )  
h a v e  d o c u m e n t e d  t h e  e x i s t e n c e  o f  l o n g - r u n  
o v e r p r i c i n g  b u t  h a v e  o n l y  p r o v i d e d  l i m i t e d  
e x p l a n a t i o n s  f o r  t h e  e x i s t e n c e  o f  t h i s  
p h e n o m e n o n .  A  s t u d y  b y  K h u r s h e d  e t  a l  
( 1 9 9 9 ) ,  d o c u m e n t e d  a  l o n g - r u n  u n d e r -
p e r f o r m a n c e  o f  1 7 . 8 1 % .  T h e y  t h e n  e x p l o r e  t h e  
r e l a t i o n s h i p  b e t w e e n  p r e - I P O  f a c t o r s  a n d  i t s  
p r i c e  p e r f o r m a n c e  i n  t h e  l o n g  r u n .  T h e y  f o u n d  
t h a t  t h e  p r e - I P O  p e r f o r m a n c e  o f  a  f i r m  h a s  a  
s i g n i f i c a n t  e f f e c t  o n  l o n g - r u n  p e r f o r m a n c e .  
A  s e m i n a l  a r t i c l e  b y  I b b o t s o n  ( 1 9 7 5 )  r e p o r t e d  
a  n e g a t i v e  r e l a t i o n  b e t w e e n  i n i t i a l  r e t u r n s  a t  
t h e  I P O  a n d  l o n g - r u n  s h a r e  p r i c e  p e r f o r m a n c e  
f o r  a  s a m p l e  o f  U S  I P O s  i s s u e d  d u r i n g  t h e  
p e r i o d  1 9 6 0 - 6 9 .  H e  r e p o r t e d  t h a t  t h e r e  w a s  a  
g e n e r a l  p o s i t i v e  p e r f o r m a n c e  i n  t h e  f i r s t  y e a r ,  
n e g a t i v e  p e r f o r m a n c e  i n  t h e  n e x t  t h r e e  y e a r s  
a n d  a  g e n e r a l  p o s i t i v e  p e r f o r m a n c e  i n  t h e  f i f t h  
y e a r .  R i t t e r  ( 1 9 9 1 )  a n a l y s e d  t h e  p e r f o r m a n c e  
o f ·  U S  I P O s  i s s u e d  b e t w e e n  1 9 7 5 - 8 4  a n d  
. ,  
r e p o r t e d  t h a t  t h e y  u n d e r p e r f o r m e d  t h e  
b e n c h m a r k  ( N A S D A Q  a n d  A M E X - N Y S E )  b y  
a b o u t  2 9 %  i n  t h e  t h r e e  y e a r  p e r i o d  a f t e r  t h e i r  
l a u n c h .  R a j a n  a n d  S e r v a e s  ( 1 9 9 7 )  s h o w e d  t h a t  
T h e y  f u r t h e r  d o c u m e n t e d  t h a t  l o n g - r u n  
p e r f o r m a n c e  i s  r e l a t e d  t o  a  r i c h e r  s e t  o f  f a c t o r s  
t h a n  p r e v i o u s l y  p o s i t e d  i n  t h e  l i t e r a t u r e .  
F a c t o r s  i d e n t i f i e d  b y  p r e v i o u s  r e s e a r c h e r s  i n  
t h i s  c o n n e c t i o n  i n c l u d e  t h e  u n d e r w r i t e r s '  
r e p u t a t i o n ,  o w n e r s h i p  s t r u c t u r e  a n d  b a d  l u c k  
( C a r t e r ,  F r e d e r i c k s  a n d  S i n g h  ( 1 9 9 8 ) ,  
M i c h a e l y  a n d  S h a w  ( 1 9 9 4 ) ,  B r a v ,  G e c z y  a n d  
G o m p e r s  ( 1 9 9 8 ) ,  J a i n  a n d  K i n i  ( 1 9 9 4 ) ,  F i e l d s  
( 1 9 9 5 ) ) .  I n  a d d i t i o n  t o  t h e s e ,  t h e y  a l s o  s h o w e d  
t h a t  l o n g - r u n  p e r f o r m a n c e  i s  p o s i t i v e l y  r e l a t e d  
t o  t h e  d e g r e e  o f  m u l t i n a t i o n a l i t y  o f  a  f i r m .  
T h e y  f o u n d  a  s i g n i f i c a n t  n e g a t i v e  r e l a t i o n s h i p  
b e t w e e n  t h e  l o n g - r u n  p e r f o r m a n c e  a n d  f i r s t  
d a y  r e t u r n s .  T h e  q u a l i t y  o f  a  f i r m  a t  t h e  t i m e  o f  
t h e  I P O  a l s o  e x p l a i n s  l o n g - r u n  p e r f o r m a n c e .  
T h e  b e t t e r  t h e  q u a l i t y  t h e  l e s s  i s  t h e  
l i k e l i h o o d  o f  u n d e r - p e r f o r m a n c e .  
o v e r  a  f i v e - y e a r  p e r i o d  f o l l o w i n g  t h e i r  I P O ,  
c o m p a n i e s  u n d e r p e r f o r m  t h e  m a r k e t  
b e n c h m a r k s  ( N Y S F J A M E X )  b y  1 7 %  t o  4 7 . 1  
% .  C a r t e r  e t  a l .  ( 1 9 9 8 )  s h o w e d  t h a t  o v e r  a  
t h r e e - y e a r  p e r i o d  a f t e r  t h e  I P O ,  t h e  U S  f i r m s  
u n d e r p e r f o r m e d  t h e  m a r k e t  
( N Y S F J A M E X / N A S D A Q )  b y  1 9 . 9 2  % .  W o r k  
i n  o t h e r  c o u n t r i e s  h a s  s h o w n  t h a t  l o n g - r u n  
m a r k e t  a d j u s t e d  r e t u r n s  a r e  n e g a t i v e  w i t h  t h e  
n o t a b l e  e x c e p t i o n s  o f  K o r e a  ( K i m ,  K r i n s k y  
a n d  L e e ,  1 9 9 5 )  a n d  S w e d e n  ( L o u g h r a n  a n d  
R y d q v i s t ,  1 9 9 4 )  w h e r e  I P O  c o m p a n i e s  
o u t p e r f o r m e d  t h e  m a r k e t  b y  9 1 . 6 %  a n d  1 . 2 %  
r e s p e c t i v e l y .  
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According to Lee, Taylor, and Walter (1994), 
the degree of under-performance has been 
highest in Australia with 51.0 %, followed by 
Brazil with 47.0 % (Aggarwal, Prabhala and 
Puri, 2002). Lower, nonetheless significant 
under-performance has been documented in 
Canada, Chile, Finland, Germany and 
Switzerland to name a few. In the UK, Levis 
(1993) investigated the long-run performance 
of a sample of 712 UK IPOs issued during 
1980-88. He reported long-run returns based 
on three alternative benchmarks: the Financial 
Times Actuaries All share (FT A) Index, the 
Hoare Govett Small Companies (HGSC) Index 
and the All Share Equally Weighted (ASEW) 
Index. 
Levis' work confirmed the findings of long-
run under-performance in the UK market. 
While, for the US market, Ritter (1991) 
reported under-performance of up to 29 % 
over the first three years after the IPO, for the 
UK market, Levis found under-performance 
within a range of 8 % to 23 % depending on 
the benchmark used. Espenlaub et al. (1998) 
re-examined the evidence on the long-run 
returns of IPOs in the UK over the period 
1985-95. Like Levis, they compared abnormal 
returns using a number of alternative 
benchmarks and confirmed that in the long-run 
the IPO firms under-performed the market. 
They found that typically a one £6 investment 
after the IPO was worth less than 85 pence 
after three years. This finding was remarkably 
similar across four of the five alternative 
methods that they used to calculate abnormal 
returns. 
Methodology 
For the purpose of this study, the researchers 
drew the sample from the listed banks on the 
Nigerian Stock Exchange as at 31st December, 
2005. The cross-sectional survey research 
design was used in this study. This is because 
the data collected on the variables (age, size, 
and pre-tax profit or losses) concern individual 
agents. banks)at given point in time. The 
researchers randomly selected twenty banks of 
the population of Nigerian banks that have 
floated IPOs. Therefore, the sample used in 
this study comprised 20 IPOs of banks in 
Nigeria floated on the Nigerian Stock 
Exchange from 1970 to 2005 and covers 57% 
of the total number of new issues. The s~ple 
also included those IPOs that were delisted 
before their third year anniversary (e.g. 
Diamond Bank Plc and Standard Trust Bank 
Plc IPOs) as a result of the just concluded re-
organisation in the Nigerian banking sector. In 
this study, data were processed by running a 
regression to verify how the vaP.ables (age, 
size and pre-profit/loss) impact on the post 
performance of IPOs. In achieving this, the 
OLS estimates of the relatioqship between the 
post performance of the bank after the IPO and 
Pre-IPO factors were employed 
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M o d e l  S p e c i f i c a t i o n  
t h e  m o d e l  t o  b e  e s t i m a t e d  c o u l d  b e  s p e c i f i e d  
a s  f o l l o w s :  
I P O  = / ( A G E ,  S I Z E ,  P R O F I T )  
W h e r e  I P O  =  t h e  p e r f o r m a n c e  o f  I P O  p r o x y  
b y  t h e  m o n e y  r e a l i z e d  f r o m  t h e  
p u b l i c  o f f e r i n g .  
A G E  =  t h e  a g e  o f  t h e  i s s u i n g  b a n k .  
T h i s  h a s  b e e n  c a l c u l a t e d  a s  t h e  d i f f e r e n c e  
b e t w e e n  t h e  d a t e  o f  i n c o r p o r a t i o n  a n d  d a t e  
l i s t e d  o n  t h e  N S E .  
S I Z E  =  t h e  n e t  a s s e t s  o f  t h e  b a n k  i n  
t h e  y e a r  b e f o r e  t h e  l i s t i n g .  
P R O F I T  =  t h e  a v e r a g e  p r e - t a x  p r o f i t  
( o r  l o s s e s )  f o r  t h e  l a s t  t h r e e  y e a r s  b e f o r e  t h e  
l i s t i n g .  
T h e  m o d e l  i n  l i n e a r  f o r m  i s  a s  s p e c i f i e d  f o l l o w s :  
I P O  =  ~ +  a .
1
A G E  +  a .
2
S I Z E  +  a . : ? R O F I T  +  U  
W h e r e ;  I P O ,  A G E ,  S I Z E  a n d  P R O F I T  a r e  a s  
p r e v i o u s l y  d e f i n e d .  
~K a . , ,  a . 2  a n d  a . 3  a r e  t h e  p a r a m e t e r s  t o  b e  
e s t i m a t e d .  
U  =  E r r o r  t e r m .  
A p r i o r i ;  t h e  e x p e c t e d  s i g n s  o f  t h e  
p a r a m e t e r s  a . "  a .
2
,  a n d  a .
3  
a r e  a l l  p o s i t i v e .  
D i s c u s s i o n  o f  R e s u l t s  .  
F o l l o w i n g  f r o m  a l l  t h e  e x p l a n a t i o n s  m a d e  
a b o v e ,  t h e  p o s t  p e r f o r m a n c e  c o e f f i c i e n t s  o f  t h e  
r e g r e s s i o n  e q u a t i o n  a r e  r e p r e s e n t e d  i n  t h e  t a b l e  
b e l o w ·  
R e g r e s s i o n  C o e f f i c i e n t  
T - R a t i o  
S t a n d a r d  
E r r o r  
I N T  4 . 4 3 1 6  
2 . 6 3 6 8  1 . 6 8 0 7  
L N A G E  
- 0 . 5 7 8 4 0  - 1 . 5 6 9 5  
0 . 3 6 8 5 3  
L N S I Z E  0 . 1 5 6 6 9  0 . 8 1 8 0 3  
0 . 1 9 1 5 4  
L N P R F T  
0 . 2 8 4 2 6  1 . 0 9 2 5  0 . 2 6 0 1 9  
R
2  
=  0 . 6 1 ,  F  =  OKP~UI D W  =  2 . 2 6 5 1 ,  S E R  =  
1 . 2 3 5 2  
T h e  a b o v e  t a b u l a r  r e s u l t s  c a n  b e  r e p r e s e n t e d  i n  
a n  e q u a t i o n  f o r m  a s  s h o w n  b e l o w :  
L N I P O =  
4 . 4 3 1 6  
0 . 5 7 8 4 0 L N A G E + 0 . 1 5 6 6 9 L N S I Z E  
0 . 2 8 4 2 6 L N P R F T  
+  
( 2 . 6 3 6 8 )  (  - 1 . 5 6 9 5 )  
( 0 . 8 1 8 0 3 )  ( 1 . 0 9 2 5 )  
T h e  a b o v e  r e s u l t  g e n e r a t e d  b y  c r o s s - s e c t i o n a l  
d a t a  a n a l y s i s  c o n c e r n i n g  t h e  v a l u e s  o f  I n i t i a l  
P u b l i c  O f f e r  r e p r e s e n t e d  b y  ( I P O ) ,  t h e  a g e  o f  
t h e  b a n k  ( A G E ) ,  t h e  s i z e  o f  t h e  b a n k  ( S I Z E )  
a n d  p r o f i t  o f  t h e  b a n k  ( P R F T ) .  T h e  r e s e a r c h  
s e e k s  t o  f i n d  t h e  r e l a t i o n s h i p  b e t w e e n  t h e  
d e p e n d e n t  v a r i a b l e  w h i c h  i s  t h e  i n i t i a l  p u b l i c  
o f f e r  o n  t h e  d e t e r m i n a n t s ;  A G E ,  S I Z E  a n d  
P R F T .  W i t h  a p r i o r i  e x p e c t a t i o n  t h a t  t h e r e  w i l l  
b e  a  p o s i t i v e  r e l a t i o n s h i p  b e t w e e n  t h e  
d e p e n d e n t  v a r i a b l e  a n d  a l l  t h e  d e t e r m i n a n t s ,  i t  
w a s  o b s e r v e d  f r o m  t h e  r e s u l t  t h a t  a l l  t h e  s i g n s  
c a m e  o u t  a s  e x p e c t e d  e x c e p t  t h a t  o f  a g e  o f  t h e  
b a n k .  T h i s  t h u s  m e a n s  t h a t  w h e r e a s  t h e  I n i t i a l  
P u b l i c  o f f e r  i s  p o s i t i v e l y  r e l a t e d  t o  t h e  s i z e  a n d  
p r e - t a x  p r o f i t \ l o s s  o f  t h e  b a n k ,  i t  i s  n~gatively 
r e l a t e d  t o  t h e  a g e  o f  t h e  b a n k .  
F r o m  t h e  r e s u l t  i t  c a n  b e  d e d u c e d  t h a t  a  1 %  
c h a n g e  i n  t h e  s i z e  o f  t h e  b a n k ,  t h e  i n i t i a l  
p u b l i c  o f f e r  w i l l  p o s i t i v e l y  c h a n g e  b y  0 . 1 6 % .  
O n  t h e  o t h e r  h a n d  a  1 %  p o s i t i v e  c h a n g e  i n  t h e  
p r e - t a x  p r o f i t  w i l l  b r i n g  a b o u t  a  0 . 2 8 %  
p o s i t i v e  c h a n g e  i n  I P O .  O n  t h e  o t h e r  h a n d  a  
1 %  p o s i t i v e  c h a n g e  i n  t h e  a g e  o f  t h e  b a n k  w i l l  
b r i n g  a b o u t  a  0 . 5 8 %  n e g a t i v e  c h a n g e  i n  I P O .  
I t  i s  n o t e d  t h a t  t h e  R
2
,  w h i c h  i s  a  m e a s u r e  o f  
o v e r a l l  g o o d n e s s  o f  f i t  i n  t h e  a n a l y s i s ,  i s  h i g h  
a t  a  l e v e l  o f  6 1 % ,  w h i l e  t h e  r e m a i n i n g  3 9 %  i s  
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captured by the error term. From the result it is 
seen that the t-ratio of AGE, SIZE and PRFf 
are (-1.5695), (0.81803) and (1.0925) 
respectively. These variables are not 
significant at 5% level. This means that 
although the variables may be agreed to be 
part of the equation, they are not reliable 
indicators. 
Using the F-test, the tabulated F is equal to 
Fv17 v2 and since our estimated F of 2.3288 is 
.less than 2.74, it is significant and the 
independent variables put together are not 
good and reliable indicators of the dependent 
variables. From the result, the DW which is 
2.2651 means there is no evidence of first 
order positive correlation and therefore the 
regression estimates are unbiased. It is obvious 
therefore that the factors that are regularly 
agreed as important in indicating post-
performanc~ of IPOs in the banking sector are 
not important for the Nigerian banking sector. 
Conclusion 
This study attempts to fulfil the great need for 
evidence on post-performance of IPOs in the 
banking sector. It can be agreed that 
relationships between some pre-IPO variables 
(size, age and pre-tax profit/loss) and post-
performance of IPOs that have not been 
documented, given R-squared of 60%. 
'However, since the t-values and F-value are 
not significant, these results show that these 
pre-IPO factors cannot predict the post-IPO 
performance of banks. This is unexpected 
result. We suspect that given that the average 
Nigerian investor lacks adequate capability for 
technical analysis, the demand for banks' IPOs 
may be largely herd instinct. However, for 
further study, there is a need to investigate 
these factors using time series analysis 
processes including co-integration. Moreover, 
to decompose the error term, other factors 
such as underwriter's reputation, herd instinct 
behaviour, paucity of instruments amongst 
others should be investigated. 
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9  
1 8 4 , 2 6 6  
3 4 , 7 4 3  
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6  
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1 4  
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O c e a n i c  2 0 0 , 0 0 0  1 4  1 5 , 4 2 4 , 1 8 2  2 , 9 6 0 , 6 3 3  
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1 0 , 6 9 4 , 9 0 8  2 , 6 6 3 , 6 7 7  
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3  
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9 7 4 , 2 8 3  1 2  
1 , 1 9 2 , 2 2 2  
4 6 6 , 5 4 2  
Z e n i t h  
1 , 4 5 1 , 4 4 5  
1 4  
1 4 , 1 4 7 , 5 4 3  4 , 0 8 0 , 8 0 6  
U T B  
4 0 1 , 4 7 5  1 4  6 3 3 , 0 0 5  1 3 7 , 9 9 2  
W E M A  2 7 , 2 0 8  2 2  
7 8 , 3 0 2  1 7 , 5 3 1  
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1  
3 , 2 0 0 , 8 0 0  3 9 3 , 8 0 0  
U B A  
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